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this subsection shall not apply to informa-
tion regarding beneficiaries which are not
organizations described in section 170(c).’’.

(c) EFFECTIVE DATES.—
(1) SUBSECTION (a).—The amendment made

by subsection (a) shall apply to taxable years
beginning after December 31, 2001.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to returns for
taxable years beginning after December 31,
2001.
SEC. 103. INCREASE IN CAP ON CORPORATE

CHARITABLE CONTRIBUTIONS.
(a) IN GENERAL.—Paragraph (2) of section

170(b) of the Internal Revenue Code of 1986
(relating to corporations) is amended by
striking ‘‘10 percent’’ and inserting ‘‘the ap-
plicable percentage’’.

(b) APPLICABLE PERCENTAGE.—Subsection
(b) of section 170 of such Code is amended by
adding at the end the following new para-
graph:

‘‘(3) APPLICABLE PERCENTAGE DEFINED.—For
purposes of paragraph (2), the applicable per-
centage shall be determined in accordance
with the following table:
‘‘For taxable years be-

ginning in calendar
year—

The applicable
percentage is—

2002 through 2007 ................. 11
2008 ...................................... 12
2009 ...................................... 13
2010 and thereafter .............. 15.’’.

(c) CONFORMING AMENDMENTS.—
(1) Sections 512(b)(10) and 805(b)(2)(A) of

such Code are each amended by striking ‘‘10
percent’’ each place it occurs and inserting
‘‘the applicable percentage (determined
under section 170(b)(3))’’.

(2) Sections 545(b)(2) and 556(b)(2) of such
Code are each amended by striking ‘‘10-per-
cent limitation’’ and inserting ‘‘applicable
percentage limitation’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.
SEC. 104. CHARITABLE DEDUCTION FOR CON-

TRIBUTIONS OF FOOD INVENTORY.
(a) IN GENERAL.—Paragraph (3) of section

170(e) of the Internal Revenue Code of 1986
(relating to special rule for certain contribu-
tions of inventory and other property) is
amended by redesignating subparagraph (C)
as subparagraph (D) and by inserting after
subparagraph (B) the following new subpara-
graph:

‘‘(C) SPECIAL RULE FOR CONTRIBUTIONS OF
FOOD INVENTORY.—

‘‘(i) GENERAL RULE.—In the case of a chari-
table contribution of food, this paragraph
shall be applied—

‘‘(I) without regard to whether the con-
tribution is made by a C corporation, and

‘‘(II) only for food that is apparently
wholesome food.

‘‘(ii) DETERMINATION OF FAIR MARKET
VALUE.—In the case of a qualified contribu-
tion of apparently wholesome food to which
this paragraph applies and which, solely by
reason of internal standards of the taxpayer
or lack of market, cannot or will not be sold,
the fair market value of such food shall be
determined by taking into account the price
at which the same or similar food items are
sold by the taxpayer at the time of the con-
tribution (or, if not so sold at such time, in
the recent past).

‘‘(iii) APPARENTLY WHOLESOME FOOD.—For
purposes of this subparagraph, the term ‘ap-
parently wholesome food’ shall have the
meaning given to such term by section
22(b)(2) of the Bill Emerson Good Samaritan
Food Donation Act (42 U.S.C. 1791(b)(2)), as
in effect on the date of the enactment of this
subparagraph.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to taxable
years beginning after December 31, 2001.

SEC. 105. REFORM OF EXCISE TAX ON NET IN-
VESTMENT INCOME OF PRIVATE
FOUNDATIONS.

(a) IN GENERAL.—Subsection (a) of section
4940 of the Internal Revenue Code of 1986 (re-
lating to excise tax based on investment in-
come) is amended by striking ‘‘2 percent’’
and inserting ‘‘1 percent’’.

(b) REPEAL OF REDUCTION IN TAX WHERE
PRIVATE FOUNDATION MEETS CERTAIN DIS-
TRIBUTION REQUIREMENTS.—Section 4940 of
such Code is amended by striking subsection
(e).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.
SEC. 106. EXCISE TAX ON UNRELATED BUSINESS

TAXABLE INCOME OF CHARITABLE
REMAINDER TRUSTS.

(a) IN GENERAL.—Subsection (c) of section
664 of the Internal Revenue Code of 1986 (re-
lating to exemption from income taxes) is
amended to read as follows:

‘‘(c) TAXATION OF TRUSTS.—
‘‘(1) INCOME TAX.—A charitable remainder

annuity trust and a charitable remainder
unitrust shall, for any taxable year, not be
subject to any tax imposed by this subtitle.

‘‘(2) EXCISE TAX.—
‘‘(A) IN GENERAL.—In the case of a chari-

table remainder annuity trust or a chari-
table remainder unitrust that has unrelated
business taxable income (within the meaning
of section 512, determined as if part III of
subchapter F applied to such trust) for a tax-
able year, there is hereby imposed on such
trust or unitrust an excise tax equal to the
amount of such unrelated business taxable
income.

‘‘(B) CERTAIN RULES TO APPLY.—The tax
imposed by subparagraph (A) shall be treated
as imposed by chapter 42 for purposes of this
title other than subchapter E of chapter 42.

‘‘(C) CHARACTER OF DISTRIBUTIONS AND CO-
ORDINATION WITH DISTRIBUTION REQUIRE-
MENTS.—The amounts taken into account in
determining unrelated business taxable in-
come (as defined in subparagraph (A)) shall
not be taken into account for purposes of—

‘‘(i) subsection (b),
‘‘(ii) determining the value of trust assets

under subsection (d)(2), and
‘‘(iii) determining income under subsection

(d)(3).
‘‘(D) TAX COURT PROCEEDINGS.—For pur-

poses of this paragraph, the references in
section 6212(c)(1) to section 4940 shall be
deemed to include references to this para-
graph.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to taxable
years beginning after December 31, 2001.
SEC. 107. EXPANSION OF CHARITABLE CON-

TRIBUTION ALLOWED FOR SCI-
ENTIFIC PROPERTY USED FOR RE-
SEARCH AND FOR COMPUTER TECH-
NOLOGY AND EQUIPMENT USED FOR
EDUCATIONAL PURPOSES.

(a) SCIENTIFIC PROPERTY USED FOR RE-
SEARCH.—Clause (ii) of section 170(e)(4)(B) of
the Internal Revenue Code of 1986 (defining
qualified research contributions) is amended
by inserting ‘‘or assembled’’ after ‘‘con-
structed’’.

(b) COMPUTER TECHNOLOGY AND EQUIPMENT
FOR EDUCATIONAL PURPOSES.—Clause (ii) of
section 170(e)(6)(B) of such Code is amended
by inserting ‘‘or assembled’’ after ‘‘con-
structed’’ and ‘‘or assembling’’ after ‘‘con-
struction’’.

(c) CONFORMING AMENDMENT.—Subpara-
graph (D) of section 170(e)(6) of such Code is
amended by inserting ‘‘or assembled’’ after
‘‘constructed’’ and ‘‘or assembling’’ after
‘‘construction’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

SEC. 108. ADJUSTMENT TO BASIS OF S CORPORA-
TION STOCK FOR CERTAIN CHARI-
TABLE CONTRIBUTIONS.

(a) IN GENERAL.—Paragraph (1) of section
1367(a) of such Code (relating to adjustments
to basis of stock of shareholders, etc.) is
amended by striking ‘‘and’’ at the end of sub-
paragraph (B), by striking the period at the
end of subparagraph (C) and inserting ‘‘,
and’’, and by adding at the end the following
new subparagraph:

‘‘(D) the excess of the amount of the share-
holder’s deduction for any charitable con-
tribution made by the S corporation over the
shareholder’s proportionate share of the ad-
justed basis of the property contributed.’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2001.
SEC. 109. REVENUE OFFSET.

(a) IN GENERAL.—Paragraph (2) of section
1(i) of the Internal Revenue Code of 1986 (re-
lating to reductions in rates after June 30,
2001) is amended—

(1) by striking ‘‘38.6’’ and inserting ‘‘38.8’’,
(2) by striking ‘‘37.6’’ and inserting ‘‘37.8’’,

and
(3) by striking ‘‘35’’ and inserting ‘‘35.5’’.
(b) EFFECTIVE DATE.—The amendments

made by subsection (a) shall apply to taxable
years beginning after December 31, 2001.

TITLE II—EXPANSION OF CHARITABLE
CHOICE

SEC. 201. PROVISION OF ASSISTANCE UNDER
GOVERNMENT PROGRAMS BY RELI-
GIOUS AND COMMUNITY ORGANIZA-
TIONS.

Title XXIV of the Revised Statutes of the
United States is amended by inserting after
section 1990 (42 U.S.C. 1994) the following:
‘‘SEC. 1991. CHARITABLE CHOICE.

‘‘(a) SHORT TITLE.—This section may be
cited as the ‘Charitable Choice Act of 2001’.

‘‘(b) PURPOSES.—The purposes of this sec-
tion are—

‘‘(1) to enable assistance to be provided to
individuals and families in need in the most
effective and efficient manner;

‘‘(2) to supplement the Nation’s social serv-
ice capacity by facilitating the entry of new,
and the expansion of existing, efforts by reli-
gious and other community organizations in
the administration and distribution of gov-
ernment assistance under the government
programs described in subsection (c)(4);

‘‘(3) to prohibit discrimination against re-
ligious organizations on the basis of religion
in the administration and distribution of
government assistance under such programs;

‘‘(4) to allow religious organizations to par-
ticipate in the administration and distribu-
tion of such assistance without impairing
the religious character and autonomy of
such organizations; and

‘‘(5) to protect the religious freedom of in-
dividuals and families in need who are eligi-
ble for government assistance, including ex-
panding the possibility of their being able to
choose to receive services from a religious
organization providing such assistance.

‘‘(c) RELIGIOUS ORGANIZATIONS INCLUDED AS
PROVIDERS; DISCLAIMERS.—

‘‘(1) IN GENERAL.—
‘‘(A) INCLUSION.—For any program de-

scribed in paragraph (4) that is carried out
by the Federal Government, or by a State or
local government with Federal funds, the
government shall consider, on the same basis
as other nongovernmental organizations, re-
ligious organizations to provide the assist-
ance under the program, and the program
shall be implemented in a manner that is
consistent with the establishment clause and
the free exercise clause of the first amend-
ment to the Constitution.

‘‘(B) DISCRIMINATION PROHIBITED.—Neither
the Federal Government, nor a State or local
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